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MAY 16 BY VENEZUELAN PRESIDENT CARLOS ANDRES PEREZ ON 
NATIONALIZATION OF PETROLEUM COMPANIES. THIS MESSAGE IS A MORE 
DETAILED SUMMARY COVERING SUCH TOPICS AS TIMING OF NATIONALIZATION, 
COMPENSATION, METHOD OF NATIONALIZATION, FUTURE ORGANIZATION 
OF PETROLEUM INDUSTRY, AND ASSURANCES GIVEN BY VENEZUELAN 
PRESIDENT TO VARIOUS PARTIES AFFECTED. END SUMMARY 

1. PRESIDENT PEREZ DELIVERED AN IMPORTANT ADDRESS ON PETROLEUM 
NATIONALIZATION MAY 16 AT A CEREMONY HELD TO SWEAR IN 36 MEMBERS 
OF SPECIAL COMMISSION OF DISTINGUISHED CITIZENS AND EXPERTS 

WHO WILL ADVISE GOVERNMENT ON PETROLEUM NATIONALIZATION. 

2. WORDING OF PRESIDENT'S DECISION ON REVERSION - "I AM 
ANNOUNCING SOLEMNLY TO THE COUNTRY THAT I HAVE RESOLVED, WITH 
UNANIMOUS SUPPORT OF COUNCIL OF MINISTERS AND FULFILLING MANDATE 
GIVEN TO ME BY VENEZUELAN PEOPLE ON DECEMBER 9, TO PROCEED 
IMMEDIATELY TO TAKE BACK PETROLEUM CONCESSIONS THAT WILL REVERT 
TO VENEZUELAN STATE IN DECADES OF 80 S AND 90'S, WITHOUT 
AWAITING PERIOD SPECIFIED IN THE CONCESSIONS." 

3. TIMING OF REVERSION ALTHOUGH PRESIDENT PEREZ ANNOUNCED NO 
NEW TIMETABLE FOR A REVERSION, IT IS CLEAR THAT HE WISHED TO CREATE 
A PUBLIC IMPRESSION OF A SPEEDING UP OF THE PROCESS AND IT IS 
THEREFORE LOGICAL TO ASSUME COMPLETION SOMEWHAT EARLIER THAN 

2- YEAR DEADLINE HE HAD EARLIER PUBLICLY SPECIFIED. IN THIS MES- 
SAGE PEREZ SAID, WITH RESPECT TO TIMING, IMPLEMENTATION OF THE 
DECISION TODAY ADOPTED BY MY GOVERNMENT WILL TAKE THE TIME THAT 
SHALL BE NECESSARY." HE WENT ON TO URGE THE SPECIAL COMMISSION 
ON REVERSION TO COMPLETE ITS WORK AS QUICKLY AS POSSIBLE, BUT 
DID NOT CHANGE 6-MONTH DEADLINE IT HAS BEEN GIVEN FOR SUBMISSION 
OF ITS REPORT. 

4. ASSURANCES TO AFFECTED PARTIES - PRESIDENT PEREZ GAVE SWEEPING 
BUT RATHER GENERAL ASSURANCES TO VARIOUS PARTIES THAT WOULD BE 
AFFECTED BY PETROLEUM NATIONALIZATION. HE SAID, "TO INTERNATIONAL 
OIL COMPANIES AND TO COUNTRIES THAT RECEIVE OUR OIL I CAN GIVE 
ASSURANCES IN THE NAME OF THE NATION THAT WE WILL NOT AFFECT 
LEGITIMATE RIGHTS NOR FAIL TO FULFILL OBLIGATIONS FREELY CONTRACTED 
BY THE COUNTRY AND IN ACCORDANCE WITH CONSITUTIONAL NORMS THAT 
GUIDE THE REPUBLIC." HE FURTHER SAID, "VENEZUELA MUST LEAVE 
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ITSELF WITHOUT SUSPICIONS OF NATIONAL INCONSISTENCIES OR ARBITRARI- 
NESS OR VIOLATIONS OF LAW. NATIONAL INTERESTS, LINKED WITH 
CONSTITUTIONAL NORMS THAT DEFINE IT, IS AND WILL BE GUIDE WHICH 
GOVERNS ACTIONS OF MY GOVERNMENT TO HONOR THE CONFIDENCE 
DEPOSITED IN ME AND THE GREAT PEOPLE OF VENEZUELA." PRESIDENT 
PEREZ ALSO GAVE ASSURANCES TO EMPLOYEES AND WORKERS, IN THE FOL- 
LOWING TERMS: "TO THOSE WHO WORK IN INTERNATIONAL ENTERPRISES, 

I WANT TO SAY THAT THEY CONSTITUTE A FUNDAMENTAL VALUE OF THE 
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COUNTRY AND NO DETERMINATION THAT RESULTS FROM THIS STEP THAT WE 
HAVE JUST TAKEN IN THE NATIONAL HISTORY WILL IGNORE THEM OR LEAVE 
THEM WITHOUT PARTICIPATION.'' 

5. METHOD OF NATIONALIZATION - PRESIDENT PEREZ INDICATED IN HIS 
SPEECH THAT HE HOPES TO ACHIEVE A NEGOTIATED NATIONALIZATION 
WITHOUT HAVING TO HAVE RECOURSE TO POWERS OF EXPROPRIATION OR 
OTHER LEGAL PROCESSES. HE SAID, "IF ENTERPRISES ACCEPT FORMULA 
THUS APPROVED AND ACCEPTEDAMOUNT OF INDEMNIZATION, THE PROCESS 
WILL BE EASED BECAUSE THEY WILL THEN RENOUNCE THE CONCESSIONS 
AND THEIR REMAINING PERIOD OF VALIDITY. IF NOT, GOVERNMENT WILL 
PROCEED IN STRICT APPLICATION OF CONSTITUTIONAL NORMS TO DICTATE 
A DECREE OF EXPROPRIATION OF ALL ASSETS COVERED BY REVERSION LAW, 

A CIRCUMSTANCE THAT WOULD LENGTHEN THE TIME TO FULFILL THE PRO- 
POSAL DEFINED TODAY BY OFFICIAL DECISION OF MY GOVERNMENT." 

6. COMPENSATION - PRESIDENT PEREZ SET FORTH THE FOLLOWING 
GUIDELINES FOR PAYMENT OF COMPENSATION TO PETROLEUM COMPANIES: 

(1 ) PAYMENT OF JUST COMPENSATION, NOT GREATER THAN NET ASSET VALUE; 

(2) NO ACIEPTANCE OF REVALUATION OF ASSETS; 

(3) DEDUCTION OF AMOUNTS OWED TO WORKERS IN CONNECTION WITH 
PENSION AND SEPARATION BENEFITS, ETC.; 

(4) DEDUCTION OF ANY AMOUNTS OWED TO NATIONAL TREASURY; 

(5) PAYMENT OF COMPENSATION AND PUBLIC DEBT BONDS; 

(6) DETERMINATION FORMULA FOR COMPENSATION, IN ACCORDANCE 
WITH ARTICLE 101 OF THE CONSTITUTION, BY THE SPECIAL COMMITTEE 
ON PETROLEUM REVERSION. 

7. TREATMENT OF OIL COMPANIES - PRESIDENT PEREZ SAID THAT THERE 

IS NO INTENTION TO JUDGE OR EVALUATE INTERNATIONAL OIL COMPANIES 
WHICH ARE "NOW OUR PARTNERS AND SHOULD BE TREATED AS SUCH." 
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8. ORGANIZATION OF INDUSTRIES - PRESIDENT PEREZ SET FORTH A FOR 
MULA FOR CONSOLIDATION OF INDUSTRY INTO A LEAST FOUR LARGE 
COMPANIES. HE SAID, "WHAT WILL BECOME THE PROPERTY OF THE STATE 
IS NOT THE ENTERPRISE BUT THEIR ASSETS. CONSEQUENTLY NEW 
JURIDICIAL ENTITIES WILL HAVE TO BE CREATED TO RECEIVE THESE ASSETS 
AND TO EXERCISE BUSINESS ACTIVITY." WE THINK THAT AT LEAST THERE 
WILL BE FOUR SUCH ENTITIES TO REPLACE CREOLE, SHELL, MENE GRANDE 
AND THE OTHER FOR ALL THE REST." 

9. SERVICE CONTRACTS - SOMEWHAT UNEXPECTEDLY, PRESIDENT 
PEREZ INDICATED THAT SERVICE CONTRACTS WILL BECOME SUBJECT TO 
NATIONALIZATION. HE DID NOT GIVE ANY DETAILS BUT SAID THAT THIS 
WOULD BE A MATTER OF NOT CREATING SEPARATE TREATMENT OR 
DISCRIMINATION AND THAT THE MATTER COULD BE NEGOTIATED BETWEEN 
THE STATE OIL COMPANY, CVP, AND COMPANIES HAVING SERVICE CONTRACTS, 
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OR ALTERNATIVELY BY MEANS OF EXPRPRIATION. 

MCCLINTOCK 
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